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E.O. 11652: GDS 

TAGS: EAID, ECON, SW, IN 

SUB J : SWEDISH AID TO INDIA 

SUMMARY: SWEDEN SIGNED A $142 MILLION THREE YEAR ASSISTANCE 
AGREEMENT WITH INDIA ON MAY 21. SWEDISH AID FOR THE CURRENT IN 
DIAN FISCAL YEAR IS 15 PERCENT HIGHER THAN LAST YEAR'S LEVEL. 
HOWEVER, THESE VIRTUALLY AUTOMATIC ANNUAL INCREASES IN SWEDISH 
AID MAY NOT CONTINUE INDEFINITELY. SWEDISH EMBASSY SOURCES IN- 
DICATE THAT THE SWEDISH GOVERNMENT IS BECOMING DISILLUSIONED 
ABOUT THE PURPOSE FOR WHICH FOREIGN AID IS USED BY THE GOI. THE 
SWEDES ARE RECONSIDERING THEIR AID POLICIES TOWARD INDIA IN 
LIGHT OF THE GOES NUCLEAR TESTING AND ITS FAILURE TO REDUCE 
POVERTY. END SUMMARY. 

1. SWEDEN AND INDIA SIGNED A THREE YEAR ECONOMIC ASSISTANCE 
AGREEMENT FOR RS. 1,135 MILLION ($142 MILLION) IN NEW DELHI ON 
MAY 21. RS. 462 MILLION IS PROVIDED FOR IFY 1975-76, RAISING 
SWEDISH AID TO INDIA 15 PERCENT OVER LAST YEAR'S TOTAL. SWEDEN 
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HAS AGREED TO GIVE RS. 321 MILLION ASSISTANCE IN 1976-77 AND 
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RS. 351 MTU JON IN 1977-78. 

2. THE ASSISTANCE PACKAGE FOR IFY 1976-76 INCLUDES UNTIED AS- 
SISTANCE OF RS. 321 MILLION FOR COMMODITY IMPORTS, A GRANT OF 
RS. 140 MILLION TIED TO IMPORTS OF FERTILIZER, PAPER, AND CAI- 

TAL GOODS FROM SWEDEN, AND RS. 91 MILLION WORTH OF TECHNICAL 
ASSISTANCE IN THE FORM OF GRANTS FOR FAMILY PLANNING, FORESTRY, 
HEALTH, AND EXPORT PROMOTION. THE UNTIED COMMODITY ASSISTANCE 
IS DIVIDED INTO A RS. 90 MILLION GRANT AND A RS. 141 MILLION IN- 
TEREST-FREE LOAN REPAYABLE OVER A PERIOD OF 50 YEARS, WITH AN 
INITIAL 10 YEAR GRACE PERIOD. 

3. SWEDISH AID FOR 1976-77 WAS ACTUALLY COMMITTED LAST YEAR AND 
THE NEW AGREEMENT MERELY RATIFIES IT. ALL ASSISTANCE FOR 1977-78 
WILL BE IN THE FORM OF A GRANT DIVIDED INTO RS. 201 MIL- 
LION FOR UNTIED COMMODITY ASSISTANCE AND RS. 151 MILLION FOR 
TIED AID. THE SWEDISH GOVERNMENT HAS BEEN GRADUALLY INCREASING 
THE PERCENTAGE OF TIED AID IN THEIR PACKAGES OF AID TO INDIA. 

THE SWEDES ARE ADOPTING SIMPLIFIED PROCEDURES IN PROCESSING TIED 
COMMODITY ASSISTANCE IN ORDER TO SPEED UP LAGGING DISBURSEMENTS 
OF AID FUNDS. 

4. SWEDISH AID HAS ALWAYS BEEN CONCENTRATED IN A FEE SECTORS 
WHERE THE SWEDES BELIEVE THEY CAN ACHIEVE A POSITIVE IMPACT. BUT 
DISILLUSIONMENT TOWARD THE OVERALL DIRECTION OF GOI POLICY AND 
THE PURPOSES FOR WHICH FOREIGN AID IS USED IS MOUNTING. SWEDISH 
EMBASSY SOURCES NOTE THAT THE SWEDISH GOVERNMENT IS TAKING A 
HARD LOOK AT THE POLICY OF AUTOMATICALLY INCREASING AID TO INDIA 
EACH YEAR, PARTLY BECAUSE INDIA'S PUBLIC IMAGE IN SWEDEN HAS BE- 
COME TARNISHED. THE SWEDISH GOVERNMENT DISAPPROVED OF INDIA'S 
NUCLEAR TEST LAST YEAR, AND A SECOND NUCLEAR EXPLOSION COULD 
LEAD TO STRONG PROTESTS AND SIGNIFICANT PRESSURE TO SUSPEND OR 
REDUCE AID. ACCORDING TO SWEDISH EMBASSY OFFICIALS, THE SWEDISH 
GOVERNMENT DOES NOT BELIEVE THAT THE GOI HAS SERIOUSLY TRIED TO 
REDUCE POVERTY OR ACHIEVE A MORE EQUITABLE DISTRIBUTION OF IN- 
COME. WHILE SWEDISH PUBLIC OPINION STILL VIEWS INDIA AS A STRUGG- 
LING SOCIALIST DEMOCRACY WORTHY OF SUBSTANTIAL HUMANITARIAN AS- 
SISTANCE, THE SWEDISH PUBLIC WAS UNPLEASANTLY SURPRISED BY WHAT 
IT SAW OF CALCUTTA'S SLUMS AND ECONOMIC DISPARITIES DURING WIDE 
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TELEVISION COVERAGE OF THE WORLD TABLE TENNIS TOURNAMENT. 
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